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... report to the shareholders 


The 1974 fiscal year was a record one 
for your company in both sales and earn- 
ings. Consolidated Net Sales rose to 
$67,627,310 from $38,043,677, an in- 
crease of 78% over the previous year. 
Consolidated Net Income rose to $7,- 
549,124 or $2.59 a share compared to 
$2,506,454 or $0.87 a share, an increase 
of 201% over the previous year. 

We consider these results to be out- 
standing because they were achieved in 
the face of rising costs and material 
shortages prevalent throughout the year. 
In addition, we experienced labour 
shortages in many categories during the 
year. 

The sale of your company’s products 
is continually being expanded through- 
out North America and the rest of the 
world. Last year our first serious effort at 
export sales resulted in modest success 
with sales being made in Europe, Africa 
and Australia. The potential for further 
expansion into export markets is un- 
dergoing intensive study and we expect 
to establish an evergrowing export 
market which will help supply the needs 
of agriculture, both in developed coun- 
tries and those seeking to improve their 
agricultural methods. At the same time, 
much more will be done to widen our 
domestic sales distribution in North 
America. 


Our Early Buyer's Program was so 
successful that customer deposits on 
equipment sales reduced the need for 
bank financing. This resulted in an ex- 
cess of interest earned over interest paid — 
in the amount of $64,408. It is hoped that. 
the $13,769,560 deposits received on 
1975 equipment sales will also produce — 
similar results. : 


Your Directors were pleased to be 
able to pay an interim dividend of $0.20 a — 
share on October 15, 1974. While we 
realize that the dividend may seem small _ 
in comparison to the earnings, we would © 
like to point out that your company over 
the past four years needed to retain its 
earnings to support sales gains, to build | 
up working capital, and provide funds for — 
plant and equipment expansion. During 
that period of time, sales increased 
243% from $19,688,000 to $67,627,000. 
Additions to plant and equipment were 
$4,904,000. During the same four year 
period, your equity per share has in- 
creased from $3.26 to $7.38, an increas 
of $4.12. When the dividend is added, 
means a total increase of $4.32 or 1329 
greater than the 1971 beginning equit 
By any standards, these are excelle 
results and your management is to b 
congratulated. Your Directors have th 
matter of dividends continually befor 


them and it is hoped that it may be possi- 
ble to resume regular dividends in 1975. 

The demand for your company’s 
products remains strong and we look 
forward to increased sales and earnings 
for 1975. 

Our labour agreement expires on Oc- 
tober 1, 1975, at which time a new con- 
tract will be necessary. We wish to 
acknowledge the fine support of all our 
employees whose cooperation enabled 
the company to accomplish so much in 
1974. 


Mix ceo. 


P. Pakosh, Chairman 


i de 


R. Robinson, President 


DELOITTE, HASKINS & SELLS 


Offices across Canuda and assaciased firms throughout the world Xx Chartered\Accountants 


1600 KIC HARDSON BUILDING, ONE LOMBARD, PLACE, WINNIPEG, MANITOBA R36 OXS 


To the Shareholders of 
Versatile Manufacturing Ltd.: 


We have examined the consolidated balance sheet of Versatiie 
Manufacturing Ltd. and its subsidiaries as at October 31, 1974 
and the cansolidated statements of income and retained earnings 
and changes in financial position for the year them ended. Our ex- 
amination included 2@ general review of the accounting 
procedures and such tests of accounting records and other sup- 
porting evidence as we considered necessary in the cir- 
cumstances. 

In our Opinion these consolidated financial statements preserit 
fairly the financial position of the companies as at Octaber 31, 
1974 and the results of their operations and the changes in their 
financial position for the year then ended, in accordance with 
generally accepted accounting principles applied on a basis can- 
sistent with that of the preceding year. 


Lie ee ae 


February 11, 1975. 
Auditors. 
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summary of financial highlights 


1974 


$67,627,000 


$13,287,000 
$ 7,549,000 
2,911,000 
$2.59 
$ 582,200 
20¢ 
$7.38 
$ 2,380,200 
52.1 
$19,711,000 


1,166 
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1970 


$38,044,000 $25,513,000 


$ 4,479,000 $ 2,869,000 


ac Eee 


$ 2,506,000 $ 1,457,000 


2,900,300 
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$4.99 
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52¢ 
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$19,688,000 


$ 1,810,000 
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$(1,390,000) 
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2,811,700 


31¢ 
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2,808,850 


(24¢) 


$3.26 
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$33,787,000 


$ 1,138,000 

$ 551,000 

2,808,100 
19¢ 

$ 673,116 
24¢ 
$3.50 

$ 452,300 
5.5 


$10,833,000 
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1968 


$22,757,000 


$ 3,299,000 

$ 1,600,000 

2,804,200 
57¢ 

$ 671,430 
24¢ 
$3.55 

$ 491,000 
181 


$12,236,000 
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1967 


$22,506,000 


$ 5,691,000 
$ 2,809,000 
2,773,200 
$1.01 
$ 554,430 
20¢ 
$3.18 
$623,200 
42.8 


$ 6,542,000 


800 


1966 


$16,816,000 


$ 4,621,000 

$ 2,252,000 

2,766,000 
81¢ 

$ 368,700 
13¢ 
$2.37 

$ 838,000 
48.4 

$ 4,529,000 
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$11,376,000 
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$ 1,378,000 

2,760,000 
50¢ 

$ 276,000 
10¢ 
$1.69 

$ 241,400 
38.8 

$ 3,129,000 
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consolidated balance sheet at October 31st, 1974 


ASSETS 


AS AT OCTOBER 31, 1974 


(with 1973 figures for comparison) 1974 1973 
CURRENT ASSETS: 
Cash. ie aia ee i ee $21,366,655 $15,430,694 
Funds held by trustee 2.0) — 590,537 
Accounts receivable oacicc ici ae es os 5,300,094 2,689,672 
Inventories (NOIG: 2) . 22,519,587 13,786,239 
Prepaid Cxpenses <a es ec ee 162,358 183,959 
Total Current ASSEIS. 2.45 49,348,694 32,681,101 
PROPERTY, PLANT AND EQUIPMENT — (Note 3) ............. 9,019,260 7,001,974 
Less accumulated depreciation ...........cccceeeccccceeeceteeseeenees 2,656,666 2,115,059 
Net property, plant and equipment ........... cee 6,362,594 4,886,915 
OTHER ASSETS S05 277,005 173,103 


Approved by the Board: 


RR es Oa Director 


errr reer eee eee rer cre eee rere ie eee ee reer rere eee erie cere 


Director 


PRON UNE Ra ers A ee $55,988,293 $37,741,119 


The accompanying notes are an integral part of these financial statements. 


1974 1973 


LIABILITIES 


CURRENT LIABILITIES: 


Accounts payable and accrued liabilities ...............ce $11,392,403 $ 6,913,754 AND 
_ Customer deposits on future sales (Note 4) ................ 13,769,560 9,487,296 
INCOME taXeS 3,771,613 692,814 eal f 
_ Current portion of long-term debi a. ee. nN LOA M72) __699,690 SHAREHOLDERS 
Total current liabilities ............ a So. 29,637,748 17,793,554 EQU TY 
LONG-TERM DEBT (Note 5) sere te 4,237,591 4,942,250 
DEFERRED INCOME TAXES _ 625,091 523,110 
_ SHAREHOLDERS’ EQUITY: 
Capital stock iNet 6): 
_ Authorized: 
2,000,000 common shares of no par value 
4,000,000 non-voting Class A common shares 
of no par value 
Issued and fully paid: — 
933,900 common shares oe.  ... 111,462 111,462 
1,977,100 ere - 1,966 mo Class A common. oo 
shares ..  . ; 831,540 792,806 
- Retained earnings .. oo a 20,544,861 | = 13,577,937 
- Total shareholders “equity ee. 21,487,863 | 14.489.205 
_ $55,988,293 = $37, 741.119 
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notes to the consolidated financial statements 


OCTOBER 31, 1974 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Following are significant accounting policies in addition to those 
included in the following notes: 


{a) Principles of Consolidation 
The consolidated financial statements include the accounts of 
both subsidiaries, Versatile Parts Inc. and Versatile Gear and 
Axle, Inc., which are wholly-owned United States corporations. 


af 


Translation of Foreign Currencies 

The accounts of the company and its subsidiaries recorded in 
other than Canadian currency, have been converted to Cana- 
dian currency at the rate of exchange which prevailed at Oc- 
tober 31, 1974, except for certain non-current items which are 
converted at historical exchange rates. 


So 


Engineering, Research and Development 
Engineering, research and product development costs are 
charged to operations as incurred. 


(d) Income Taxes 
Income Taxes are computed on the tax allocation basis. Ac- 
cordingly, the annual tax provision relates to the accounting in- 
come and comprises both taxes currently payable and taxes 
deferred due to timing differences between accounting and 
taxable income. 


2 


INVENTORIES 


Inventories, valued at the lower of cost and net realizable value, are 
as follows: 


1974 1973 


Finished OOOUS*. a $ 4,918,671 3,698,301 
Work-in-progress 22.000. 6,069,573 2,164,274 
Raw materials and supplies .........0.......06 11,531,343 7,923,664 


$22,519,587 $13,786,239 


. PROPERTY, PLANT AND EQUIPMENT 


The major categories are as follows: : 
Depreciation - 


Cost Rates 
band wae A $ 120,172 — 
BUIGINGS -3..-2ke eee 4,898,530 2%-5% 
Machinery and equipMent ........... cece 3,250,306 10% | 
Automotive equipment ...........ccsccccccseerees 673,376 | 30% 
Leasehold improvements ............:::c:ceceees 76,876 4% 
$9,019,260 


Depreciation is provided under the straight-line method except : : 


automotive equipment and leasehold improvements for which — 


depreciation is calculated on the diminishing balance method. 


A subsidiary is leasing a manufacturing plant financed by the issue 
of City of Fargo Industrial Development Revenue bonds. The City ~ 
holds title to the property and is leasing it to the subsidiary for fif- 
teen years, with annual rental payments as set forth in Note 5. At 
the end of the lease period the subsidiary has the option to acquire 
the plant for $1 plus $133,080 payment in lieu of taxes. The lease 
has been capitalized and the project buildings and equipment will _ 
be depreciated under the company’s normal depreciation policy. — 


The company had an office building addition to its Winnipeg plant 
under construction at October 31, 1974 at total cost of $500,000 on 
-which payments of $90,729 had been made to that date. 


. CUSTOMER DEPOSITS ON FUTURE SALES 


The deposits represent prepayments under the company’s “Early 
Buyer’s’” program on tractors to be delivered after October 31, 
1974. 


. LONG-TERM DEBT 
Debt consists of: 


ler bank [Oana : $3,050,000 
Capitalized lease obligation ................0005 1,187,591 
$4,237,591 


The term bank loan is repayable in annual instalments of $650,000 
through October 1978 with a final payment of $1,100,000 in Oc- 
tober 1979. The loan is secured by a debenture and bears interest 
at prime bank rate plus 2%, but not in excess of 10%% which was 
the effective rate at October 31, 1974. Conditions to the loan in- 
clude an undertaking to maintain working capital of $10,000,000 
and permit the payment of dividends in any year of (a) up to 50% of 
the preceding year’s net income after deducting $650,000 or (b) 
alternatively, at the company’s option, up to 50% of the aggregate 
of the two preceding years’ net income after deducting $1,300,000. 


The City of Fargo Industrial Development Revenue Bonds, referred 
to in Note 3, bear interest of 5.75% to 6.30% and mature serially in 
progressive annual amounts ranging from $55,000 U.S. in 1975 to 
$135,000 U.S. in 1988. The payments to be made by the subsidiary 
are guaranteed by the company .and are in an amount equal to 
principal and interest payments due on the bonds through 1988. 


Long-term debt, including the principal portion of the lease 
obligations, due in the next five years is $704,659 in 1975, $709,628 
in 1976 and 1977, $719,566 in 1978 and $1,174,535 in 1979. 


. CAPITAL STOCK 


Options issued to officers on Class A common shares at an option 
price of $3.62 per share expire November 1, 1976. During 1974, 
10,700 shares were issued under these options, leaving options on 
65,700 shares outstanding at October 31, i974. 


The company has an option to purchase certain leased land and 
buildings for $415,000 at the expiration of a lease on November 1, 
1977, the purchase price to be paid through the issue of Class A 
shares at their then market price. If the option is not exercised, the 
vendor will have an option to purchase 77,210 Class A shares for 
$415,000, and the Company will have a further option to lease the 
facilities for an additional five years, with an option to purchase for 
$330,200 at the expiration of the second five-year lease, the 
purchase price again to be paid through the issued of Class A 
shares, at their then market price. 


Outstanding options have no material dilutive effect on net income 
per share. 


. SUPPLEMENTARY INFORMATION 


Expenses include remuneration of directors and senior officers of 
$327,165 (1973 - $306,783), of which $205,941 (1973 - $188,169) 
was received by directors. Expenses also include interest on long- 
term debt of $533,292 (1973 - $452,133). 


rm 
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... len year financial summary/ balance sheet 


1974 1973 ewi2 
ASSETS: — 
Cash ee ae $21,302,012 $15,430,694 $ 3,898,302 
Construction fund deposit with trustee of revenue bonds 64,643 590,537 — 
Trade receivables — et ....50....ccccccccccsececschseetnecteeetacccsnceocteess 5,300,094 2,689,672 5,741,310 — 
INVENTORY 26s bi 22,519,587 13,786,239 9,169,398 
Income tax refundable ok oi Ga ok _  — | 
Prepall OXPCNSO Giciicicnin ec 162,358 183,959 _ 346,028 — 
Total current assets: oan en 49,348,694 _ 32,681,101 19,155,038 — 
Property, plant and equipment — at COSt oo... cecccecesssseseees 9,019,260 7,001,974 4,710,642 
Less accumulated depreciation ..........ccccceeeeeeeeeecereceeseenees 2,656,666 2,115,059 1,791,127 : 
Net property, plant and equipment .............::eeseeeees 6,362,594 4,886,915 2,919,515 
Other assets a, ie 277,005 173,108 ss 79311 
Deferred income taxe€S ...........:c0e Oe = — = 
TOTAL ek oa i i $55,988,293 $37,741,119 $22,153,869 
LIABILITIES: - 
Bank ACVANCES (oi ieee a ne ee $ — $ o-—) &.. = 
Accounts payable 11,392,403 6,913,754 3,265,760 
Customer deposits on future SAl@S ........cecccceceseneseeseeeseeeeneee 13,769,560 9,487,296. 817,713 — 
Income taxes 5 a 3,771,613 692,814 1,157,609 
Current portion of long-term debt i... teceee 704,172 699,690 __ 650,000 
Total currentliabilities 0... 29,637,748 17,793,554 5,891,082 
Long-term debt. kc le 4,237,591 4,942,250 —_ 4,350,0 
Deferred INCOME tAaXxGS 22... cece ele cree tse 625,091 523,110 398,168 
SHAREHOLDERS’ EQUITY: oe 
Capital stock 3... peste a 943,002 904,268 oe 443,1. 
FOLAING CBININGS pave iscecete cee orth se ee reenter: 20,544,861 _13,577,937 _ 11,071,483 
Total shareholders’ equity oo... occ 21,487,863 14,482,205 11,514,61 
TOTAL ee $55,988,293 $37,741,119 $22,153,86: 


1971 1970 1969 1968 1967 1966 1965 


eS hm UG BO Be 
i 7,029,622 9,943,483 12,894,817 15,683,199 12,987,933 7,980,308 4,498,856 
_ + 6,543,727 1 119,927 6,943,396 8,212,067 6,054,290 2,224,260 1,441,492 


— - 9,005 904,477 206,924 — — — 
_117,564 127,501 108,995 51,769 70,396 27,783 1,460 


13,690,913 17,859,916 20,851,685 24,153,959 19,112,619 10,232,351 5,941,808 


ee ee ee eee ee | eee | eermereneemnnenimny  conememnnmeeetennemien® © Semmmmmentinrenniemninemmners 


4,225,869 4,114,881 3,805,688 3,537,478 3,118,553 2,578,377 1,824,608 


1,509,066 1,269,993 1,015,756 786,189 570,931 388,443 247,629 
2,716,803 2,844,888 2,789,932 2,751,289 2,547,622 __ 2,189,934 __ 1,576,979 
99,991 124,702 159,036 208,677 135,224 146,053 156,598 

— 330,640 a as _ = a 


SESS SLES OSLER ANG a Sate SU ced t GPSMOACaES YS cet Ds rt Nt ct ec ee ce nest BY Plt ce at Ae ork re Rete 
OT UDB OOO ST 


$ 1,716,964 $7,173,439 $ 6,378,994 $ 7,810,805 $ 9,898,457 $ 3,150,155 $ 1,321,542 
1,757,260 1,222,985 2,439,577 2,907,188 1,185,899 996,778 756,470 

«229,738 — —~ — 1,486,739 1,556,176 734,747 
1,200,000 1,200,000 1,200,000 1,200,000 = 
4,903,962 9,596,424... 10,018.571 11,917,993... le, B71, 095 5, 703, 109 2,812,759 


a ee Tae eee eee 


— 443,136 434,586 432,336 418,236 232,886 210,486 192,486 
9,614,296 8,729,136 9,407,375 9,529,696 8,601,484 6,346,743 4,463,440 
10,057,432 9,163,722 9,839,711 9,947,932 8,834,370 6,557,229 4,655,926 


i eee eee 


aoe —  —E ee —OEOe —eeeee —.8)8T eee Te SS Oe OONRRNGYG>T I a —a—«_m—m™m"-" 
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... Len year financial summary 


1974 


INCOME and RETAINED EARNINGS: 
Net sales 20) sco ee aera he etdcg tees 
Cost of goods SOld icc ceee 
Selling and administrative EXPENSES ..........eeeeee eee eeeeeeeeseeseneeeeees 
Interest fa erate eye s 


Income (lOSS) from). ODErallONns sci cree cs etteeene 
Other incOme o.nkiccie eerie cece asp ncetee es 
Income (loss) before taxes ............86.: RR mes ena a ce 
Provision for (recovery Of) taxeS 20 2 iy. cc corsecccc sn sen ssesessnveacternews 


Netincome- (OSS) cin ee ees a ee 
Retained earnings at beginning of the year oo. ee ceeeeeeeseeee 


DIVIGGNdS 3s a ere ene ce evan 

Retained earnings at end of the year ......... ce cseseseseeeeeseseeeeeeteenes 
CHANGES IN FINANCIAL POSITION: 

Funds provided frOMm ODEratlOnS oii ieee ceectes csc sess neee 

Reduction of mortgage receivable ..............ceeeeeeeeeseessneeneeneeneees 

Proceeds from long-term debt and capital stock .............. 


Loss from-ODeraliGNs 0 cy aes 
Dividends declared to shareholders ..............-ceecesssenesseeeessevenese 
Additions to properties, net of disposals .............. cc eeceeceneeneeeee 
Additions to other assets acct le ercnes esoteric 
Retirement of long-term Gept ooo. ce cick ci cecceccnasencccelesensteuneue ss 
Increase (decrease) in working Capital ............eccscseeecereceeeeeeeeees 
Working capital at beginning of the year 1.000... eee eeceeceseeenee 


Working capital-at end of the year... 22. o pice iee cece dee etc eens 


CHANGES IN ELEMENTS OF WORKING CAPITAL: 
Current assets — increase (decrease): 
Cash aoe ieee Perea ee econ eee 


iIncometax refundable: Ge ee a eee 
Prepaid Oxpenses..... cee 
Current liabilities — decrease (increase): 

Bank Advances cee ee eee i ncane 
Accounts payable and accrued Charge .........cceeeeeeceeeeeeeeenneneees 
Customer deposits on future Sales .... cc .cc.cc.ceccecesencccncereseccnceeess 
Income:taxes payable soe einer a erry teee ies 
Current.portion long-term debt ain. ys ree ieee 
Increase (decrease) in working Capital: .........c cc cccseeseesesecseseceses 


*Fourteen Month Period. 


‘$67,627,310 
51,650,036 
2,898,058 
(64,408) 
54,483,686 
13,143,624 
143,280 


—— 


13,286,904 
5,737,780 
7,549,124 

13,577,937 

21,127,061 

582,200 
$20,544,861 


$ 8,289,802 
38,734 
8,328,536 
582,200 
2,108,083 
110,195 
704,659 
4,823,399 
14,887,547 
$19,710,946 


$ 5,345,424 
2,610,422 
8,733,348 


(21,601) 


(4,478,649) 
(4,282,264) 
(3,078,799) 
(4,482) 

$ 4,823,399 


1973 


$38,043,677 
30,691,883 
2,523,179 © 
660,152 
33,875,214 
4,168,463 
310,645 
4,479,108 
1,972,654 
2,506,454 
11,071,483 
18,577,937. 


$13,577,937 


$ 3,017,889 
7,123 
1,053,382 — 
4,078,394 


2,347,642 
107,161 
1,623,591 
13,263,956 

$14,887,547 


$12,122,929 © 
(3,051,638) 
4,616,841 


(162,069) 


(3,647,994) | 
(8,669,583) 
464,795 
(49,690 
$ 1,623,591 


1972 1971 1970 1969* 1968 1967 1966 1965 
$25,513,479 $19,687,925 $24,532,921 $33,786,627 $22,756,828 $22,505,979 $16,816,023 $11,375,691 
20,829,597 16,097,502 23,139,866 29,982,231 17,585,991 15,638,167 11,443,525 7,998,425 

1,736,479 1,533,310 1,615,153 1,438,806 1,005,659 872,124 631,757 562,891 

441,876 681,471 1,355,175 1,338,736 959,478 378,697 178,080 79,718 
23,007,952 18,312,283 26,110,194 32,759,773 19,551,128 16,888,988 12,253,362 8,641,034 

2,505,527 1,375,642 (1,577,273) 1,026,854 3,205,700 5,616,991 4,562,661 2,734,657 
363,029 434,438 187,770. 111,185 93,191 73,936 57,902)... 54,502 
2,868,556 1,810,080 (1,389,503) 1,138,039 3,298,891 5,690,927 4,620,563 2,789,159 
_ 1,411,369 924,920 (711,264) 587,244 1,699,249 2,881,756 2,368,560 1,410,828 

1,457,187 885,160 (678,239) 550,795 1,599,642 2,809,171 2,252,003 1,378,331 
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